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What Is The Personnel Policies Forum? 





country. 





The Editors of The Bureau of National Affairs have in- 
vited representative personnel and industrial relations ex- 
ecutives to become members of the 1959-60 Panel of the 
PERSONNEL POLICIES FORUM. These panel members are 
top personnel officials in all types of companies, large and 
small, in all branches of industry and all sections of the 


At regular intervals throughout the year BNA editors 
ask the members of the Panel to outline their policies and 
procedures on some important aspect of employment, indus- 
trial relations, and personnel problems. From these replies, 
the editors complete a survey report on the problem, show- 
ing prevailing practices, new wrinkles and ideas, and cross- 
section opinion from these top-ranking executives. 


labor reports: 


In many cases, the comments, suggestions, and discus- 
sions are reproduced in the words of the Panel members 
themselves. In effect, survey users are sitting around a 
table with these executives and getting their advice and 
experience on the major problems in this field facing all 
companies this year. 


Results of each PERSONNEL POLICIES FORUM survey 


made during 1959-60 are printed in a special survey report 
which is sent, as part of the service, to users of these BNA 


Labor Relations Reporter; Labor Policy and Practice; 
Daily Labor Report; White Collar Report; Retail Labor Re- 
port; and Services Labor Report. 








ALABAMA — Wm. D. Sulzby, Hayes Aircraft Corp. 


CALIFORNIA — M. G. Becker, Western ry 
Lines Div., The Greyhound Corp.; Willard E. 
Crawford, Bendix Aviation Corp.; H. L. Dodson, 
Lily-Tulip Cup Corp.; Kenneth A. Dunn, Aero- 
nutronic Systems, Inc., subsidiary of Ford Motor 
Co.; J. C. Ellsworth, California Bank; Harry 
Gluck, Rose Marie Reid; Donald W. Hare, Cali- 
fornia & Hawaiian Sugar Refining Corp., Ltd.; 
E. D. Hatfield, Ethyl Corp.; A. W. Hinz, Harvey 
Aluminum, Inc.; G. Harry Hutaff, The Bank of 
California; R. V. Javins, West Coast Electronic 
Products Dept., Radio Corp. of America; Edward 
S. Keller, Continental Baking Co., Inc.; O. C. 
Levo, Hills Bros. Coffee, Inc.; R. H. MacMichael, 
Pacific Coast Engineering > ae pages Mitchell, 
Air Products Co.; David L. Certified 
Grocers of California, Lta; C. R. ye G. M. 
Giannini & Co., Inc.; Wm. Schuberth, Pacific 
Airmotive Corp.; Ted T. Staffler, Permanente 
Services, Inc.; Thomas L. Stats, Giannini Plas- 
madyne Corp.; H. F. Weber, Safeway Stores, Inc. 


CONNECTICUT —D. N. Bonacci, Combustion En- 
gineering, Inc.; Eileen Casey, The Teleregister 
Corp.; Donald E. Kullander, Hewitt-Robins, Inc.; 
Robert J, McCaw, American Cyanamid Co.; Warren 
L. Mottram, Wallace Silversmiths. 


DISTRICT OF COLUMBIA — R. M. Averill, Capital 
Airlines; A. MacGregor Ayer, Government Serv- 
ices, Inc.; Chas. R. Weaver, Thompson’s Honor 
Dairy. 


FLORIDA — George F. Peters, Chris Craft Corp.; 
John P. Roberts, Minute Maid Corp.; J. M. 
Rosenthal, National Airlines, Inc.; H. H. Van 
Bockel, Smith-Douglass Co., Inc. 


GEORGIA — Tom N. Boggs, LeTourneau-Westing- 
house Co., subsidiary of Westinghouse Air Brake 
Co.; S. M. Docie, Great Dane Trailers, Inc.; Win 
LeSueur, Lockheed Aircraft Corp. 


IDAHO — Lou Combe, Westvaco Mineral Products 
Div., Food Machinery & Chemical Corp. 


ILLINOIS — R. W. Collett, Hotpoint Co., Div. of 
General Electric Co.; Paul D’Arco, Admiral 
Corp.; Loyle Davis, Wagner Castings Co.; L. E. 
Dorman, American Steel Foundries; Anita Dunne, 
Science Research Associates, Inc.; Raymond 
Gassler, Frank G. Hough Co.; J. Paul Gibbs, 
Verson Allsteel Press Co.; Ray Harrold, Scully- 
Jones & Co.; Lawrence /. Hassel, Chicago 
Molded Products Corp.; Richard E. Hauslein, 
Flexonics Corp.; John R. Ittersagen, Fansteel 
Metallurgical Corp.; Don Jones, Ingersoll Prod- 
ucts Div., Borg-Warner Corp.; B. F. Lee, Ekco 
Products Co.; Delbert L. Miller, The Quaker 
Oats Co.; D. K. Moeller, The Peoria Journal 
Star, Inc.; P. R. Pearson, Austin-Western Con- 
struction Equipment Div., Baldwin-Lima-Hamil- 
ton Corp.; D. W. Shand, Jr., Zurich Insurance 
Co.; Carl C. Walters, Continental Casualty Co.; 
Thomas H. Young, Alton Box Board Co. 


INDIANA —¥W. D. Denham, Cities Service Oil Co.; 
Delbert O. Detmer, The Richardson Co.; Robert 
C. Graves, Peter Eckrich & Sons, Inc.; E. Law- 
son, American Bearing Corp.; J. W. Myers, Con- 
tinental Steel Corp.; Remi C. Pattyn, Public 
Service Co. of Indiana, Inc. 


1OWA — E. H. Christensen, Allis-Chalmers Mfg, 
Co. 


KANSAS — Donald E. Powell, Cessna Aircraft Co. 


The 1959-60 Panel 


KENTUCKY — James W. Ault, American Radiator 
& Standard Sanitary Corp.; Cleve Rumble, The 
Courier-Journal & The Louisville Times. 


LOUISIANA — R. S. Baines, Alcoa Steamship Co., 
Inc.; O. A. Medley, Wyandotte Chemicals Corp. 


MARYLAND — Edward E. Cook, The Hagerstown 
Rubber Co.; H. B. DeVinny, Davison Chemical 
Co., Div. of W. R. Grace & Co.; John K. Gearing, 
Nems-Clarke Co., Div. of Vitro Corp. of America. 


MASSACHUSETTS — James J. Gaffney, Jr., South- 
well Combing Co.; Harry M. Jones, Rice Barton 
Corp.; James E. Mote, American Bosch Arma 
Corp.; John R. Thurrott, Monsanto Chemical Co.; 
Joseph F. Tuscher, The Carter’s Ink Co.: Frank 
Zacher, Norton Co. 


MICHIGAN — H. M. Borys, General Telephone Co. 
of Michigan; P. D. Custer, Kellogg Co.; Ted J. 
Fleszar, Evans Products Co.; A. C. Hensel, 
Mueller Brass Co.; D. J. Hodges, Michigan Mutual 
Liability Co.; Robert C. i Wolverine Tube 
Div., Calumet & Hecla, Inc.; L. J. Padilla, Rock- 
well-Standard Corp.; Richard W. Seel, Gast Mfg, 
Corp. 


MINNESOTA ~— B. F. Christensen, S. B. Foot Tan- 
ning Co.; C. L. Dretze, Great Northern Oil Co.; 
John K, ey 3 First National Bank of Minneapo- 
lis; Richard W. Lamberton, Cargill, Inc. 


MISSISSIPP1—W.J. Joyner, Hercules Powder Co.; 
F. R. Vernotzy, Armstrong Tire & Rubber Co. 


MISSOURI — William H. Bedell, Stix, Baer & Fuller; 
M. L. Davis, Injection Molding Co.; George G. 
Heinz, Fouke Fur Co.; Paul T. Koenig, Foster 
Bros. Mfg. Co.; George Sherman, Noma Lites, 
Inc.; L. E. Shucart, Angelica Uniform Co. _ 


NEW JERSEY — J. R. Buchanan, Thomas Elec- 
tronics, Inc.; C. L. Collison, General Aniline & 
Film Corp.; Robert W. Dingman, Nopco Chemical 
Co., Inc.; Werner W. Haardt, New Jersey Bank 
& Trust Co.; George P. Maginness, Warner-Lam- 
bert Pharmaceutical Co.; R. E. Schmidt, Ciba 
Pharmaceutical Products, Inc.; Norman H. White, 
Charles Bruning Co., Inc.; N. Venezia, Engel- 
hard Industries, Inc.; Robert S. Weisinger, Pyro 
Plastics Corp.; Sheldon Williams, Blonder- 
Tongue Laboratories, Inc. 


NEW MEXICO — R. H. Blackman, Jr., Potash Co. 


of America. 


NEW YORK — W. H. Brown, Textron, Inc.; J. J. 
Christophel, Sonotone Corp.; Carlton F. Coats, 
The Air Preheater Corp.; Harold L. C olvin, The 
Nestle Co., Inc.; Robert H. de Beer, The M. W. 
Kellogg Co.; Charles M. Dolan, Curtiss-Wright 
Corp.; John G. Gleason, Kraft Foods Div., Na- 
tional Dairy Products Corp.; S. P. Kaye, Under- 
wood Corp.; Franklin W. Loeb, Austenal, Inc.; 
Norman MacLeod, Revere Copper & Brass, Inc.; 
Charles Mentzer, International General Electric 
Co.; John P. Morrissey, Peck & Peck; Theodore 
E. Mulford, Link Aviation, Inc., subsidiary of 
General Precision Equipment Corp.; Ruth H. 
Penman, Fisher-Price Toys, Inc.; Ellsworth E. 
Rose, Standard-Vacuum Oil Co.; Robert E. 
Slauenwhite, Art Steel Co., Inc.; A. C. Tait, 
Stromberg-Carlson Co., Div. of General Dynamics 
Corp.; E. M. Van Stone, Eastern States Farmers’ 
Exchange, Inc. 


NORTH CAROLINA — John W. Bagwill, Cone Mills 
Corp.; M. R. Houston, General Telephone Co. 
of the Southeast; James S. Newbold, Carolina 
Power & Light Co.; W. H. Warren, Halifax Paper 
Co., Inc. 


OHIO — Wm. W. Baughman, Jr., B. F. Goodrich 
Chemical Co.; L. E. Bigler, The Aro Equipment 
Corp.; J. M. Collins, Anchor Hocking Glass 
Corp.; Charles W. Davis, The Fred Christen & 
Sons Co.; W. B. Dillon, Commercial Motor Freight, 
Inc.; Nelson T. Elliott, Le Roi Div., Westing- 
house Air Brake Co.; Robert C. Fletcher, Gen- 
eral Telephone Co. of Ohio; Richard Gigax, The 
National City Bank of Cleveland; C. T. Gue, 
The Standard Products Co.; Walter K. Heckman, 
Price Brothers Co.; W. J. Henry, American Ra- 
diator & Standard Sanitary Corp.; Norman W. 
Jones, The Electric Storage Battery Co.; John 
M. Koch, Surface Combustion Corp.; J. E. Luka- 
cik, The Mohawk Rubber Co.; J. B. Manly, Owens- 
Corning Fiberglas Corp.; Richard R. Price, The 
Lumbermens Mutual Insurance Co.; Fred R. 
Rauch, The Cincinnati Gas & Electric Co.; 
David T. Roadley, The East Ohio Gas Co.; Vin- 
cent A. Rosenthal, Euclid Div., General Motors 
Corp.; Charles H. Thomas, Diamond Power Spe- 
cialty Corp.; J. F. Wible, The Cleveland Crane 
& Engineering Co., subsidiary of The McNeil 
Machine & Engineering Co., //. R. Winkle, Cop- 
perweld Steel Co.; Albert Wood, Detroit Steel 
Corp.; G. M. Young, The S. K. Wellman Co. 


OKLAHOMA — Fred E. Manasco, Crane Carrier 
Corp. 


GREGON — W. E. Gordon, Portland General Elec 
tric Co.; Roy F. Renoud, Iron Fireman Mfg. Co.; 
Roger V. Wagner, Omark Industries, Inc. 


PENNSYLVANIA — J. O. Boyce, Air Products, 
Inc.; C. H. Chance, Westinghouse Electric Corp.; 
S. G. DeChant, Fisher Scientific Co.; Paul R. 
Kelleher, United States Hoffman Machinery Corp.; 
John B. Kramer, John Wood Co.; R. James Lotz, 
Jr., Downingtown Paper Co.; William M. Pye, 
Jr., American Encaustic Tiling Co., Inc.; W. C. 
Rhoads, C. H. Wheeler Mfg. Co.; 7. /. Ryan, 
Lukens Steel Co.; W. C. Stonehouse, /r., La- 
trobe Steel Co.; George Walton, Dixie Cup Div., 
American Can Co.; R. L. Woodruff, Jr., Thomp- 
son Products, Inc. 


RHODE ISLAND — Alexander Cameron, Paragon 
Worsted Co. 


SOUTH CAROLINA — Dwight Frye, Mayfair Mills. 


TENNESSEE — M. D. Hollingsworth, Tennessee 
Products & Chemical Corp.; L. R. Kelt, Hecke- 
thorn Mfg. & Supply Co.; Richard C. Miller, Mil- 
ler Brothers Co., Inc.; John R. Ruggles, Fulton 
Sylphon Div., Robertshaw-Fulton Controls Co. 

TEXAS — Marvin H. Berkeley, Texas Instruments, 
Inc.; Robert H. Davis, >. Otis Engineering 
Corp.; M. E. Eliot, Mosher Steel Co.; J. G. Neu- 
man, Weiner’s Stores; Wilma B. Sterling, Austex 
Foods, Inc. 


UTAH — Wiley /. Beavers, Mountain Fuel Supply 
Co.; Gordon D. Pred, Thiokol Chemical Corp. 

VIRGINIA — Walter P. Stuart, Olin Mathieson Chemi- 
cal Corp. 

WASHINGTON — Frank D. Baker, Puget Sound 
Power & Light Co.; John F. Bohler, Van Waters 
& Rogers, Inc.; Fred Huleen, Boeing Airplane 
Co.; Lowry Wyatt, Weyerhaeuser Timber Co. 


WEST VIRGINIA — Paul J. Gerhardt, Koppers Co., 
Inc.; Stanley Wallace, Gravely Tractors, Inc. 


WISCONSIN — W. J. Ladwig, Wisconsin Telephone 
Co. 
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INTRODUCTION 


This survey, second in the 1959 series, is based on data submitted by 132 executives participat- 
ing in the Personnel Policies Forum. 





The responses show that all firms provide hospital and surgical benefits, more than four fifths 
incorporate medical care in their programs, and two thirds protect their employees against catastrophic 
accidents and illnesses. Basic plans supplemented by major medical are about twice as common as com- 
prehensive programs, and contributory plans outmumber noncontributory by about two to one. 


Opinion is divided almost exactly half and half between executives who think that employees are 
less likely to abuse a health and welfare program if they pay part of the premium, and those who dis- 
agree. The ones who say "no" to the proposition mostly feel that employees under a contributory plan 
are likely to make as much use of it as possible, in order to be sure of getting their money's worth. 


Opinion among Panel members favors major medical insurance over comprehensive by a margin 
of 55 percent to 35 percent. (The rest have no preference.) Examination of the accompanying comments, 
however, shows that not a few executives give the same reasons for preferring one type of program as 
are given by other Panel members for preferring the other. When it comes to the choice between 
service-type and indemnity-type benefits, on the other hand, the picture is much more clear-cut. Exec- 
utives prefer indemnity benefits, two to one. In general, those who advocate indemnity benefits do so on 
the ground of better control of costs; those who like service benefits believe that they provide better cov- 
erage for employees. 


Seven tenths of executives are in favor of continued health and welfare coverage for employees 
after retirement. All but 15 percent of this group feel that, because of the greater susceptibility of older 
persons to accident and illness, restrictions must be placed on the benefits available after retirement. 


To the extent that the thinking of Panel members is representative of that of P-IR executives in 
general, it looks as though the medical profession has good reason to mend its fences in the public rela- 
tions area. Whatever the facts may be, the majority of the Panel thinks that doctors are pushing costs 
out of line for employees covered by medical insurance. Asked what can be done, through doctors’ or- 
ganizations and insurance carriers, to remedy this situation, Panel members suggest various actions, 
such as careful policing of charges by the insurance carrier and by the company itself, working for the 
adoption of standard fee schedules by medical groups, the establishment of joint committees to attack the 
problem. It seems significant that quite a few executives see some form of "socialized medicine" in the 
offing if costs are not reduced. 
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Not quite a fifth of Panel members (18 percent) think that it may be possible for a company to 
operate more cheaply on a self-insured basis than to pay an insurance company to handle the risk. Most 
of these executives indicate that it takes a pretty good-sized company to do this. The rest of the Panel 
members are opposed to self-insured plans. The insurance company is providing expert service that's 
worth the money, they believe; and a bad year could be financially disastrous for the average company. 


What can be done to secure employees’ cooperation in eliminating overutilization of benefits? 
Some Panel members don't think there's any problem. The benefits are there for the employees to use, 
they say; and if the employees need them, they should make use of them. Most executives, though, seem 
to feel that management needs to work for employee cooperation if costs are not to get out of line. They 
suggest a policy of education, fair and evenhanded but tough administration of the plan, checking up on 
suspicious cases, and disciplinary action where needed. 


A final question explored by this survey is whether the inclusion of preventive medical services 
reduces the cost of a health plan. About a quarter of the Panel declined to express an opinion on the point 
because of lack of experience; of the remainder, 55 percent think such services will reduce costs, 45 
percent think not. It's worth noting that while only a few Panel members report having had actual experi- 
ence with preventive care, all but one of those with such experience say it is effective in reducing over-all 
expenditures. 


DEFINITIONS 


To help insure uniformity of responses, a few terms used in this survey were defined in the ques- 
tionnaire. As used here, a comprehensive plan is one that replaces basic hospital and surgical benefits 
and covers all types of medical costs--hospital, surgical, and medical care. These plans typically pro- 
vide for a certain minimum amount (deductible) to be paid by employees before benefits become payable; 
require them to pay a certain percentage (coinsurance) of the costs above the deductible (the amount is 
usually 20 or 25 percent); and place a ceiling (say, $5,000 to $15, 000) on benefits payable under the plan. 
A major medical plan, on the other hand, is one that supplements basic hospital and surgical coverage. 
Like comprehensive, it usually includes the deductible and coinsurance features and specifies a maximum 
total benefit; unlike comprehensive, it is designed to take care only of those conditions involving heavy 
expenditures. Major medical is known also as catastrophe insurance. 








Benefits may be of the indemnity or of the service type. Indemnity benefits are stated in terms 
of dollar allowances for the treatment of covered conditions. Most insured plans are of this type. Serv- 
ice benefits are stated in terms of the service provided for covered conditions rather than dollar allow- 
ances. Group clinic plans, for example, are of this type. 


HIGHLIGHTS OF MEMBERS" HEALTH AND WELFARE PLANS 


A noteworthy fact about the health and welfare plans of companies on the Panel is that a full three 
fifths of them afford employees protection against catastrophic sickness and injury. Forty-two percent 
of companies have major medical plans in combination with basic hospital and surgical coverage, and 
another 18 percent have comprehensive plans. The remaining programs are limited to the provision of 
basic hospital, surgical, and, in most cases, medical benefits. Of the 132 companies contributing data 
to the study, none is without a program of some kind. 


All firms have hospital and surgical benefits as part of their programs, either in the form of 
basic benefits or as part of a comprehensive plan, and all but 16 percent provide some form of medical 
care. Basic plans with indemnity benefits outnumber those with service benefits; the proportions are 57 
and 43 percent in the case of basic hospitalization plans, 65 and 35 percent in the case of basic surgical 
plans. Of the plans that include medical care, 52 percent make it available on an in-hospital basis only; 
43 percent provide for both in-hospital and outpatient care; and the rest make both types of care available 
to some employees, in-hospital care only to others. 


Nearly two thirds of member companies (63 percent) have contributory plans covering their active 
employees; in the remainder, management pays the full cost for these employees (as distinguished from 
dependents and retirees). In the case of plans with comprehensive or major medical insurance, however, 
while employees may or may not pay part of the premium, they invariably share some of the cost. Every 
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company with a comprehensive or a major medical plan has at least either a deductible or a coinsurance 
provision; many, of course, have both. The relative frequency of these provisions is as follows: 
deductibles are found in 78 percent of comprehensive and 83 percent of major medical plans; coinsurance 
is written into 43 percent of major medical plans and 72 percent of comprehensive ones. 


CONTRIBUTORY v. NONCONTRIBUTORY PLANS 


Are employees less likely to abuse a health and welfare plan if they pay part of the cost of cover- 
age? Opinion could hardly be more evenly divided. Forty-nine percent of executives answer "yes," 47 
percent say "no," and 4 percent have no opinion, or think abuse is due to other factors. Here are some 
comments from those who say "yes": 


There is a tendency toward increasing benefits to match increasing medical costs... 
Many people expect a medical plan to cover all family medical care. When they see the cost 
they are not so enthusiastic when they have to pay part of the bill.--H. L. Dodson, Personnel 
Manager, Lily-Tulip Cup Corp., Riverside, Calif. 


* * * 


Employees learn that they and company are shouldering cost of plan. Increased costs 
mean fewer improvements.--F.H. Edwards, Industrial Relations Administrator, Owens- 
Corning Fiberglas Corp., Toledo, Ohio. 


* * * 


If people get something free all the time, they develop a careless attitude.--Ross L. 
Covington, Employee Services Representative, Utah Div. of Thiokol Chemical Corp., 
Brigham City, Utah. 


* * * 


Yes... [if] by abuses their proportionate share of the cost will increase; if no such pro- 
viso exists then whether they contribute or not is of no consequence. --H. M. Borys, Direc- 
tor of Personnel, General Telephone Co. of Michigan, Muskegon, Mich. 


* * * 


Employees more conscious of cost. Changes in cost affect them directly. Easier to ex- 
plain in publication.--William H. Bedell, Director of Personnel & Industrial Relations, Stix, 
Baer & Fuller, St. Louis, Mo. 


* * * 


We have tried both and found that in contributory plans the employee is interested in the 
charges by the doctor.--Roy F. Renoud, Director of Public & Employee Relations, Iron 
Fireman Mfg. Co., Portland, Ore. 


* * * 


If the company uses this information to educate employees on the principle of experience 
rating and rising premiums due to abuses.--R. James Lotz, Jr., General Manager of Indus- 
trial Relations, Downingtown Paper Co., Downingtown, Pa. 


Executives point out, too, that there are other ways of making employees cost-conscious besides 
having them pay part of the premium. A comment from one such Panel member is given below. It is fol- 
lowed by a comment suggesting that companies with noncontributory plans that cover employees’ depend- 
ents may wind up providing free benefits for the employees of other companies. 


A person is more conscious of the cost-benefit relation when he pays part of the cost. 
This does not necessarily mean this has to be done through a premium payment. It can be 
through a deductible clause or coinsurance.--John F. Bohler, Vice President for Personnel, 
Van Waters & Rogers, Inc., Seattle, Wash. 


* * * 


Employers do absorb additional cost when they have a noncontributory hospital and medi- 
cal-surgical program with dependent coverage, because employees’ spouses who are working 
in plants with a contributory plan will refuse coverage at their plant (since they can be cov- 


ered free at our plant.)--William J. Pye, Jr., Personnel Manager, American Encaustic Tiling 
Co., Lansdale, Pa. 
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Of those executives who believe that abuses are not lessened when employees pay part of the cost 
of coverage, the greatest number think that, if anything, such employees are more likely to indulge in 
overutilization. These Panel members, say, for example: 


Employees are just as apt to want to get their "money's worth" for their share of the 


cost.--Eugene Mitchell, Personnel Manager, Air Products Co., Los Angeles, Calif. ne ] 
the a 
* * * pren 


A contribution will make more employees aware of the plan and possibly foster greater 
appreciation of it, but it is not apt to control abuse. Most employees want just as much bene- 
fit from the plan as it is possible to get. If the employee is paying toward the cost, there is 
even more chance that an attitude of “I want to get my money back" will prevail, rather than 
any recognition that abuse may cause future contributions to be higher.--Paul D'Arco, Direc- 
tor of Industrial Relations, Admiral Corp., Chicago, Ill. 


* * * 


There is a greater tendency to recover part of the cost if the employee contributes. -- 
Charles T. Gue, Director of Industrial Relations, Standard Products Co., Cleveland, Ohio. 


* * * 


Just the contrary--experience has shown an attitude to "GET MY MONEY BACK" by large 
majorities.--William Schuberth, Manager of Industrial Relations, Pacific Airmotive Corp., 


Burbank, Calif. their 
Examples of other reasons given by executives for their "no" answers follow. wes 
We have had experience in both plans and do not note any appreciable difference.--C.H. 
Chance, Manager of Industrial Relations, Transformer Div., Westinghouse Electric Corp., 
Sharon, Pa. 
* * * 

Employee does not connect use of plan with premium, just connects size of benefits with 

premium .--John K. Ewing, Assistant Vice President, First National Bank of Minneapolis, Minn. 
* * * 

Employee always feels that it is the other fellow who is abusing the plan and that he is = oon 
entitled to all he can get.--O. A. Medley, Manager, Personnel & Industrial Relations, panne 
Geismar Works, Wyandotte Chemicals Corp., Baton Rouge, La. Does | 

* * * 


The employee contribution is normally too small to materially affect the situation.--M.G.} for on 


Crowe, Assistant Cashier, The Bank of California, San Francisco. 55 per 
* * * prefer 
: ; ical pl 

Our experience shows that usage has been based on need.--Vincent A. Rosenthal, General they w 

Supervisor, Personnel, Euclid Div., General Motors Corp., Cleveland, Ohio. 
e * * 

Employees' part of cost of coverage does not increase in their premium rates when plan aie 
is abused. This is also true in individual insurance coverage of this nature.--Norman McLeod ; too 
General Manager, Industrial Relations, Revere Copper & Brass, Inc., Rome, N. Y. an on 

= * * of the 


If employees or dependents need services they will use it. If an individual's experience 
were chargeable back to him then the answer would be yes, but not as long as experience is 
reflected on a group basis.--Ted J. Fleszar, Personnel Director, Evans Products Co., 
Plymouth, Mich. 

as * * 

This type of plan is self-controlling as the employee usually has to be hospitalized before 
he is eligible for benefits. Even when benefits are received without hospitalization, employ- 
ees will not seek medical treatment unless they believe they need it. This cannot be consid- | 
ered abuse.--Norman H. White, Personnel Manager, Charles Bruning Co., Inc., ; 


Teterboro, N. J. 
» - = 
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Having had contributory participation since inception, we note that as benefits broaden, 
employee use of coverage is always upward.--H.B. DeVinny, Vice President--Industrial & 
Public Relations, Davison Chemical Div., W.R. Grace & Co., Baltimore, Md. 


Finally, executives who favor contributory over noncontributory plans were asked how employees 
can be sold on a contributory program. These Panel members were virtually unanimous in saying that 
the answer is to point out to employees that they get more and better coverage when they help to pay the 
premiums. The comments below are typical of the group's responses. 


Stress that better insurance coverage can be purchased--more protection for their fam- 
ilies and their pocketbooks.--W.I. Beavers, Personnel Director, Mountain Fuel Supply Co., 
Salt Lake City, Utah. 


* ¥ * 


By emphasizing that their contributions help pay for additional benefits not available 
otherwise.--larger Western company. 


* * * 


Sell value received for group rates as compared with the same amount of basic wage in- 
crease to purchase individual plans.--M.R. Houston, Director of Personnel, General Tele- 
phone Co. of the Southeast, Durham, N. C. 


Not all executives who favor contributory plans, though, feel that employees need to be sold on 
their advantages; a couple of Panel members advocate a policy of outright insistence by management, 
while at the same time sweetening the deal by offering worthwhile benefits. One, for example, says: 


Insist that the employer will not pay all of the cost. Let the employer pay 80-90% of the 
cost of an attractive package with payroll deductions to cover the rest.--Fred Huleen, Direc- 
tor of Personnel, Boeing Airplane Co., Seattle, Wash. 


MAJOR MEDICAL v. COMPREHENSIVE 


As was mentioned above, 42 percent of companies on the Panel have major medical insurance 
in combination with basic coverage, compared to 18 percent that have comprehensive plans; that is, com- 
panies with comprehensive are oumumbered almost two and a half to one by those with major medical. 
Does this mean that this margin of preference applies to the Panel as a whole? 


The answer, it seems, is no. When all Panel members were asked to indicate their preference 
for one form of coverage or the other, regardless of the type their companies actually had, the vote was 
55 percent for major medical and 35 percent for comprehensive; the other 10 percent said they had no 
preference. An interesting point is that one third of the executives actually operating under a major med- 
ical plan said they would prefer a comprehensive one and one third of those with comprehensive plans said 
they would rather have major medical. 


A study of the reasons Panel members give for preferring one or the other form of insurance sug- 
gests very strongly that no widely accepted body of opinion exists in this area as yet. Thus, one executive 
prefers comprehensive because it's cheaper; a second, because it's easier to administer; a third, because 
it gives the employees better coverage. Meanwhile, other executives advance the same reasons, in almost 
the same words, as arguments in favor of major medical plans. The comments that follow give some idea 
of the varied and often conflicting views expressed. 


A limited deductible with comprehensive for the catastrophe offers better protection on 
today's medical market, but does encourage excessive billing.--L. E. Shucart, Personnel 
Manager, Angelica Uniform Co., St. Louis, Mo. 


* * * 


Results of comprehensive plans are shocking. In theory, deductibles and coinsurance 
features should serve as cost controls. In practice, they haven't.--W.I. Beavers, Person- 
nel Director, Mountain Fuel Supply Co., Salt Lake City, Utah. 


* * * 
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A comprehensive plan would tend to make the employee more cost conscious, as he 
would be paying a portion of the costs.--C. H. Chance, Manager, Industrial Relations, 
Transformer Div., Westinghouse Electric Corp., Sharon, Pa. 


* * * 


[A comprehensive plan is] easier to administer and deters employees, through deducti- 
ble, from running to doctor with every minor ailment.--Charles T. Gue, Director of Indus- 
trial Relations, Standard Products Co., Cleveland, Ohio. 


* * * 
[Comprehensive is] easier to administer. Eliminates handling of small claims. Does 
not require frequent adjustments to changes in hospital and doctors' charges as a basic plan 


does.--George P. Maginness, Director, Personnel & Public Relations, Warner-Lambert 
Pharmaceutical Co., Morris Plains, N. J. 


a * * 
Basic coverage plus major medical is preferable both from the standpoint of administra- 
tion and cost control.--Donald E. Kullander, Manager of Industrial Relations, Hewitt-Robins, 


Inc., Stamford, Conn. 
* * * 


(With major medical and basic coverage] we are able to work with a smaller deductible 
than would be required for a comprehensive plan.--M. G. Crowe, Assistant Cashier, The 
Bank of California, San Francisco, Calif. 


* * * 


In times of adverse circumstances or in face of union demands it would be easier to re- 


move a separate [major medical] plan than to rewrite the comprehensive plan.--larger North- 
eastern company. 


* - * 


[Major medical is] probably less expensive to company due to fewer heavy-expenditure 
cases.--Delbert O. Detmer, Personnel Manager, The Richardson Co., Indianapolis, Inc. 


~ * * 
[Major medical presents] fewer administrative problems.--Robert C. McCoy, Industrial 
& Public Relations Manager, Wolverine Tube Div., Calumet & Hecla, Inc., Detroit, Mich. 


* * * 


Major medical provides real help when it is needed. Comprehensive goes too far, thus 
adding costs that are out of reason.--William Schuberth, Manager of Industrial Relations, 
Pacific Airmotive Corp., Burbank, Calif. . 


* * * 


[Comprehensive] affords broader protection to employees.--J.J. Christophel, Vice Presi- 
dent, Industrial Relations, Sonotone Corp., Elmsford, N. Y. 


* * * 


[Major medical preferable because] cases involving high costs are usually the most needy. 


--Wm. W. Baughman, Jr., Director, Employee Relations, B.F. Goodrich Chemical Co., 
Cleveland, Ohio. 


* * * 


Since the majority of claims filed are of the ''small type," the majority of employees pre- 
fer ‘first dollar" coverage--and since we feel we can control this type of coverage [basic with 
major medical] better, it is our preference.--Win LeSuer, Personnel Manager, Georgia Div., 
Lockheed Aircraft Corp., Marietta, Ga. 


* + * 
Cost is usually too high on major medical.--Frank D. Baker, Assistant Personnel Mana- 
ger, Puget Sound Power & Light Co., Bellevue, Wash. 
* * * 
[Major medical is] less costly.--Albert Wood, Director of Industrial Relations, Detroit 


Steel Corp., Portsmouth, Ohio. 
* * * 
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[Major medical] gives some control over excessive abuse.--H. R. Winkle, Manager of 
Industrial Relations, Aristoloy Steel Div. , Copperweld Steel Co., Warren, Ohio. 


* * * 


[Comprehensive] makes a more saleable package. Minimized clamor for upward benefit 
revisions.--larger Central company. 


* * * 


[Comprehensive gives rise to] considerably less administration problems.--Charles C. 
Mentzer, Manager, Personnel Practices & Employee Benefits, International General Electric 
Co., New York, N. Y. 


* * * 


Comprehensive plans have many attractive features, but it is still a relatively new type 
of program and there has not been time to prove out what the long-range experience will 
be.--larger Western company. 

* * * 


[Comprehensive is] cheaper.--Procter Smith, Jr., Supervisor of Benefits, General 
Aniline & Film Corp., Linden, N. J. 


SERVICE v. INDEMNITY BENEFITS 


For every executive who thinks that service-type medical, hospital, and surgical benefits are 
better than indemnity-type, there are two who prefer indemnity benefits. When asked to indicate which 
type of benefits is preferable from the point of view of management, 64 percent of Panel members picked 
- indemnity, 31 percent chose service, and only 5 percent had no preference. Broadly speaking, advocates 
of indemnity benefits like the idea of having their costs nailed down within predictable limits, while those 
who champion service benefits believe that they provide better protection for employees. Following are 
some typical comments. 


Prefer Indemnity Benefits--[Indemnity benefits provide] fixed liability with resulting 
control over costs.--James J. Gaffney, Jr., Manager of Industrial Relations, Southwell 
Combing Co., North Chelmsford, Mass. 

* 


* . 





Most doctors and hospitals have more respect for the indemnity type when they make out 
their statements. It avoids all confusion since the coverage and amount to be paid is printed 
in black and white.--Wilma B. Sterling, Personnel Director, Austex Foods, Inc., Austin, Tex. 


* * * 


[Indemnity benefits] primarily act as secondary control over hospital and M.D. charges. 
With the expanding coverage each year both of above hike their rates as much as traffic will 
si- bear.--R.P. Gassler, Personnel Manager, The Frank G. Hough Co., Libertyville, Il. 


* * * 
From our local experience the Blue Cross organization is continuously increasing rates, 
dy. or attempting todo so. Our employees have consistently expressed a preference for indem- 


nity type program. --W. J. Henry, Manager, Industrial Relations, Air Conditioning Div. , 
American Radiator & Standard Sanitary Corp., Elyria, Ohio. 


* . * 
re- 
ith Our plants are scattered over 13 states and Canada. The indemnity type plan has offered 
Ve, us better claims service, uniform-type coverage and simplified accounting for all 24 offices 


which we feel is better than what the service-type companies have suggested to us.--John F. 
Bohler, Vice President for Personnel, Van Waters & Rogers, Inc., Seattle, Wash. 


a- * . * 
Indemnity type is less likely to be inflationary in its effect on medical, hospital and surgi- 


cal charges.--E.M. Van Stone, Manager of Employee Relations, Eastern States Farmers’ 
it Exchange, Inc., Buffalo, N. Y. 


* * * 
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Service benefits are the equivalent of an open-end cost program. The insurer has no 
control over the cost of the benefits being provided. This type of program has run into con- 
siderable trouble from disgruntled employers who have made their displeasure evident by 
canceling Blue Cross contracts whenever possible.--Werner W. Haardt, Assistant Vice 


President, New Jersey Bank & Trust Co., Paterson, N. J. rere 
. . * The 
With indemnity benefits, together with coinsurance provisions, you're more likely to eo 
find only those employees who really need medical care using the coverage.--Eugene Mitchell, . 
Personnel Manager, Air Products Co., Los Angeles, Calif. 
- ° reas 





Prefer Service Benefits--Service type are basically better because they tend to pay all 
costs incurred. The only objection to them is they generally are more expensive.--M. E. 
Eliot, Vice President & Works Manager, Mosher Steel Co., Dallas, Tex. 


* * * 


[Service benefits are] easier to explain. The employee feels better about it for benefits 
are tangible in something they understand. They don't know hospital costs, etc., so indem- 


nity is too abstract.--Sheldon Williams, Personnel Director, Blonder-Tongue Laboratories, 
Inc., Newark, N. J. 


* * * 


[Service benefits give] greater coverage at slightly greater cost.--Walter K. Heckman, 
Personnel Director, Price Brothers Co., Dayton, Ohio. 


* * + 


Although hospitalization costs vary, all employees receive uniform accommodations un- 
der a service-type plan.--Richard W. Lamberton, Assistant Personnel Director, Cargill, 
Inc., Minneapolis, Minn. 

* * * 


Service type coverage easier to sell to employees, as in most cases costs are covered, 


whereas the weekly indemnity type plan rarely does.--O.C. Levo, Insurance Manager, Hills 
Bros. Coffee, Inc., San Francisco, Calif. 


* * * 


Employees receive the benefit of a program [service type] which gives greater coverage 
and greater protection with complete payment of costs. This... aids in employer-employee 
relations.--Paul J. Gerhardt, Personnel Manager, Koppers Co., Inc., Follansbee, W. Va. 


* * * od 


There's not any real difference to the Company. It [service plan] is better for the employ- 
ees as they do not have to make payments to the hospital, the doctor, etc.--W.C. Rhoads, 
Personnel Manager, C.H. Wheeler Mfg. Co., Philadelphia, Pa. 


In addition to the kinds of factors mentioned above, a few executives take account also of geograph- 


ical variations favoring one or the other type of plan, and of differences between metropolitan areas and 
smaller communities. A couple of Panel members, for example, say: 


In metropolitan areas particularly, indemnity plans level out for the Company differences 
in charges made by different individuals or groups for similar services. Indemnity plans also 
usually provide for more flexibility of administration than do service plans.--Joseph F. 
Tuscher, Personnel Director, The Carter's nk Co., Cambridge, Mass. 


* * * 


This depends largely on what section of the country the employer is doing business in. 
In some Eastern states a service type, for example, Blue Cross, is preferable because of the 
cost involved... In the South, particularly Texas, it is just the opposite. Blue Cross, for ex- 
ample, cannot provide the coverage at an economical rate as will be found in an insured 
plan.--J.G. Neumann, Personnel Director, Weiner's Stores, Inc., Houston, Tex. 
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BENEFITS FOR RETIRED EMPLOYEES 


One fairly painless way to hold down the cost of a health program, it might be thought, would be 
to terminate employees’ coverage when they reach retirement age. Despite the notoriously high cost of 
health services for older people, though, only 30 percent of Panel members are in favor of such a policy. 
The remainder are for continued coverage for retirees. As a practical matter, however, 85 percent of 
these executives add that such coverage must be restricted to keep the cost from getting completely out 
of hand; only 15 percent would approve identical benefits for active and retired employees. 


Most executives who vote against continued coverage make no comment, probabiy feeling that the 
reason is self-evident. One Panel member who explains his “no” vote says: 


For employee relations it would be desirable to provide benefits when an employee can 
least afford it. [But] our retirement group has grown so large that it would add a 50-percent 
burden onto our hospitalization, medical, and surgical costs.--larger Northeastern company. 


Another executive has a suggestion for spreading the cost over the employee's working years: 


Amortize cost during active working years as is done with pensions; trust the funds if 
necessary.--Charles T. Gue, Director of Industriai Relations, Standard Products Co., 
Cleveland, Ohio. 


Panel members who favor limited coverage offer a variety of suggestions for keeping costs within 
bounds. These may be summarized as follows: 


Limit the number of claims per year. 

Establish an annual or lifetime ceiling on benefits. 
Limit the amount and/or duration of specific benefits. 
Provide benefits only for hospitalized cases. 

Provide for a relatively large deductible. 

Limit coverage to costly disabilities. 

Place controls on "elective" services. 


ND UI ® WD 


The following comments illustrate Panel members’ thinking in this area. 


Restrictions will be necessary to help control cost, i.e., life-time claim maximum, 
limits on room and board, etc.--John K. Ewing, Assistant Vice President, First National 
Bank of Minneapolis, Minneapolis, Minn. 


* * * 


.--restrictions necessary such as limiting to one claim per year, or lower indemnity 
level.--George P. Maginness, Director, Personnel & Public Relations, Warner- Lambert 
Pharmaceutical Co., Morris Plains, N. J. 


af * * 


A maximum usage should be fixed to keep down costs.--O. A. Medley, Manager, Per- 
sonnel & Industrial Relations, Geismar Works, Wyandotte Chemicals Corp., Baton Rouge, La. 


* * * 


“One Shot" or Limited Ceiling coverage for plan benefits.-- Robert J. McCaw, Industrial 
Relations Manager, American Cyanamid Co., Wallingford, Conn. 


* * * 


Shorter hospitalization coverage and lower maximum under a major medical or compre- 
hensive plan.--Frank Zacher, Director of Personnel, Norton Co., Worcester, Mass. 


* * - 


In-hospital comprehensive with large deductible.--F.L. Wyatt, Director of Personnel, 
Weyerhaeuser Co., Tacoma, Wash. 


* * * 
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Except for the purpose of cost control, there is no justification for restrictions on re- 
tired employees. Since it is necessary... the restrictions should... give the greatest re- 
duction possible in cost commensurate with filling the greatest possible need. ...this could 
be done by eliminating first-dollar benefits... while providing protection against the very 
expensive disability.-- Paul D' Arco, Director of Industrial Relations, Admiral Corp., 
Chicago, Ill. 


* * * 


The aggregate total of benefits paid should be lower than that for active employees. Con- 
trols should be placed on "elective" services. In short, higher deductibles, lower maxi- 
mums.--E.E. Rose, Personnel Manager, Standard- Vacuum Oil Co., White Plains, N. Y. 


* * * 


..+ There should be a limit on hospital confinement because with older people it is diffi- 
cult at times to draw the line between old age care and treatment for physical reasons.--T. 
J. Ryan, Manager, Labor Relations, Lukens Steel Co., Coatesville, Pa. 


HOLDING DOWN MEDICAL COSTS 


One of the red-hot questions concerning health programs is whether doctors are responsible for 
helping to push medical costs out of line. Whether or not this is true, the majority of Panel members 
think it is. We asked this question: "There are many who believe that doctors charge higher fees and 
order more frequent and longer hospitalization, possibly with insufficient medical justification, for em- 
ployees who are covered by medical insurance. Do you agree?" Only 25 percent of executives answered 
"no," while 60 percent replied with a flat "yes.'' Another 10 percent gave qualified "yesses"--"par- 
tially," "to a degree," “at times," "few exceptions," and the like--and the remaining 5 percent an- 
swered with "no comment” or "don't know." 


Another burning question is what can be done by working with insurance carriers and doctors’ 
organizations to reduce health and welfare costs. Panel members came up with quite a range of ideas 
and attitudes in response to this query. Some were frankly pessimistic and voiced the opinion that 
little or nothing could be achieved. The majority of executives, though, offered suggestions for lower- 
ing costs. Most frequent advice is to have the insurance carrier investigate every instance of unusually 
high charges. Also recommended by substantial numbers of executives are such ideas as working with 
medical groups for the adoption of standard fee schedules; having the company notify the local medical 
society of out-of-line fees; bluntly warning medical groups that runaway costs are an invitation to so- 
cialized medicine; establishing joint local committees of personnel men, doctors, and representatives 
of the carriers; and increased use of out-patient facilities to reduce hospitalization. The comments that 
follow are typical. 





Relay suspicions of doubtful claims to insurance carriers to conduct independent inves- 
tigations and report facts to medical societies.--Charles T. Gue, Director of Industrial 
Relations, Standard Products Co., Cleveland, Ohio. 


* * * 


Examine all claims and question those that are irregular or excessive. Advise medi- 
cal board of unethical practices or charges.--M. G. Crowe, Assistant Cashier, Bank of 
California. 

* * * 


Continual Doctor- Institutional programs, including meetings between carriers, doctors, 
institutions, and personnel directors--continual appraisal of each other's problems.--H. M. 
Borys, Director of Personnel, General Telephone Co. of Michigan, Muskegon, Mich. 


* * * 


Local personnel association and underwriter reporting abuses to committee of local 
A.M.A.--F.H. Edwards, Industrial Relations Administrator, Owens-Corning Fiberglas 
Corp., Toledo, Ohio. 

* * * 

Doctors do not want "socialized medicine." By pointing out that abuse can lead in that 
direction, local medical societies may be persuaded to urge their members to exercise dis- 
cretion and restraint.--Cleve Rumble, Director, Employee Relations, Courier Journal & 
Louisville Times, Louisville, Ky. 

* 
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Bring to the doctors and hospitals the realization that excessive costs can bring about 
socialization of hospital and medical treatment.--H. R. Winkle, Manager of Industrial Re- 
lations, Aristoloy Steel Div. , Copperweld Steel Co., Warren, Ohio. 


* « * 


Standardized charges currently being placed into effect by some members of the county 
medical association.--William Schuberth, Manager of Industrial Relations, Pacific Airmo- 
tive Corp., Burbank, Calif. 


« * * 


We in Wichita have a health-care seminar made up of insurance men, employers, hospi- 
tal administrators, and doctors. Cost problems are discussed. No concrete program has 
resulted yet.--Donald E. Powell, Employee Relations Manager, Cessna Aircraft Co., 
Wichita, Kan. 

* * « 


In Riverside the medical association has set up an approved fee schedule and secured 
acceptance by 90% of the doctors. This is new and we don't know how it will work out yet, 
but it is a step in the right direction.--H. L. Dodson, Personnel Manager, Lily-Tulip Cup 
Corp., Riverside, Calif. 


* * * 


We have one operation where a medical clinic works to an advantage in that preliminary 
examinations (e. g., X-rays, etc.) are performed without the in-hospital charge.--H. B. 
DeVinny, Vice President, Industrial & Public Relations, Davison Chemical Div., W. R. 
Grace & Co., Baltimore, Md. 


* x . 


[Costs can be reduced] by providing more extensive out-patient coverage.--E. F. Flynn, 
Wage & Salary Administrator, American Bosch Div., American Bosch Arma Corp., 
Springfield, Mass. 


Unique among the ideas submitted by members of the Panel are the following two comments. 


Many plans include restrictions which are so closely related to unrestricted items that 
they should be covered. Thus many doctors hospitalize patients in order that they will be 
covered by the plan. This causes higher costs in the long run than if the restrictions were 
not in the plan.--Lou Combe, Industrial Relations Manager, Westvaco Mineral Products 
Div. , Food Machinery & Chemical Corp., Pocatello, Idaho. 


ca * * 


Insurance carriers have been prone to offer excessive benefits at inadequate rates in 
order to get first year business. Insurance administrators should analyze all proposals to 
see that they are sound, being particularly cautious of high benefit schedules.--Fred Huleen, 
Director of Personnel, Boeing Airplane Co., Seattle, Wash. 


In addition to asking Panel members for their suggestions on what can be done to reduce health 
and welfare costs, we asked them to tell us about anything that they actually | have done along these lines. 
Quite a few executives report that they have taken various measures to police the administration of their 
programs--checking on high charges, conferences with people involved, training their own employees to 
demand adequate accounting, and so forth. Most of these members report success in reducing costs 
with the use of such methods. Additional kinds of steps intended to bring down costs include these: 


Counseling with employees with excessively high absenteeism... This counseling in- 
cludes encouragement of better health maintenance and preventive medicine.--John W. 
Bagwill, Vice President, Cone Mills Corp., Greensboro, N.C. 


* * * 


On a trial basis, have used nurses to verify by home call illness claimed by employees 
on the second day. (This applies to parent company and was rather successful.)--Wm. W. 
Baughman, Jr., Director, Employee Relations, B. F. Goodrich Chemical Co., Cleveland, Ohio. 


- * * 
Registered nurse calling at home of absentees; personnel department contact with doc- 


tors and employees; services of insurance company doctors and company doctors; joint 
meetings of doctors and management, and doctors and management and employee repre- 








12 CONTROLLING HEALTH & WELFARE COSTS GAI 





sentatives; knowledge gained from complete IBM statistics on all claims paid.--F.L. Wyatt, 
Director of Personnel, Weyerhaeuser Co., Tacoma, Wash. fav 


* * * 


Instruct employees to not inform doctors and hospitals they have insurance. Check all 
hospital charges. Discuss doctors' fees in advance.--M.E. Eliot, Vice President & Works 
Manager, Mosher Steel Co., Dallas, Tex. 


* * * 


Compared to nation-wide averages, [our] cost is very low. I attribute it to two factors: 
(1) the fact that there is no charge of any kind for early treatment and minor treatment. Em- 
ployees and dependents are encouraged to take care of minor ills immediately. This gives 
a preventive aspect to the plan and I personally believe it holds down considerably the more 
serious types of illness. (2) The fact that our physicians and employees and company all 
work together in a cohesive unit with good general understanding of medical costs tends to 
eliminate almost entirely any misuse of the plan... In other words, the person receives no 
treatment unless he needs it; and when he is cured, he is released.--W. H. Warren, Per- 
sonnel Manager, Halifax Paper Co., Inc., Roanoke Rapids, N. C. 


* * ad 


pita. 

We have reduced benefit costs of self-insured portion of program by (1) spot checking Pane 

those off work; (2) careful pre-employment screening; (3) new eligibility rule: Newly em- in tl 

ployed persons who have previous chronic disability history may be excluded from plan after are 
one year, if excessively absent during that year because of same disability; may later become 

eligible if disability cured or arrested.--Don K. Moeller, Employee Relations Manager, The Littl 


Peoria Journal Star, Inc., Peoria, Ill. 
SELF-INSURED PLANS--ARE THEY PRACTICABLE? 


Is there any wide-spread feeling that a company may be ahead of the game if it operates on a self- 
insured basis, instead of paying an insurance company to carry the risk of its health and welfare program? 
Apparently there is not: fewer than a fifth (18 percent) of Panel members favor such a policy, and most 
of these have reservations. They indicate, for example, that all factors must be weighed with care; that 
an unfavorable experience may prove very costly; and that it takes a pretty good-sized company to embark 
on such a course with any degree of safety. Over four fifths of executives are against self insurance. é 
Purely apart from the question of risk, they point out that insurance companies take the heat off the com- Littl 
pany when an employee's claim must be turned down, and provide expert guidance and service which, in 
their opinion, are fully worth the premium charged. Here are some typical comments by executives who 
take this point of view: 


The insurance carrier furnishes the highly skilled advice and assistance so necessary to 
proper performance of an insurance plan. Hiring men to offset the loss of the insurance com- 
pany's knowledge and skill would, I feel, offset any savings made by a self-insured plan. -- 
W.1. Beavers, Personnel Director, Mountain Fuel Supply Co., Salt Lake City, Utah. 


* * * 


Insurance companies are set up to handle claims and it is doubtful that an employer would 
save any money by self-insuring. More important is to have the insurance company as a 
buffer in claims settlement. If an employee is to get mad let him get mad at the insurance 
company, not his employer.--Fred Huleen, Director of Personnel, Boeing Airplane Co., 
Seattle, Wash. 


Educ: 


* * * 


Believe it is preferable to have insurance carrier who approves or disapproves employee 
claims.--Delbert L. Miller, Labor Relations Supervisor, The Quaker Oats Co., Chicago, Ill. 
* * * 


A disaster year could put you out of business.--R. James Lotz, Jr., General Manager 


Disci 
of Industrial Relations, Downingtown Paper Co., Downingtown, Pa. Sa 
* * * 


Our company is not in the insurance business.--Wm. W. Baughman, Jr., Director, 
Employment Relations, B. V. Goodrich Chemical Co., Cleveland, Ohio. 
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Here, on the other hand, is a sampling of comments expressing the viewpoint of executives who 
favor self-insurance. 


Experience with other types of insurance on a self-insured basis indicates considerable 
savings potential over established premium rates.--Norman MacLeod, General Manager, 
Industrial Relations, Revere Copper & Brass, Inc., Rome, N. Y. 

“ * ial 

Perhaps. We have had favorable experience on workmen's compensation self-insurance. 

It might work on this, too.--larger Western company. 
* * bd 


Can control costs more effectively.--W.H. Warren, Personnel Manager, Halifax Paper 
Co., Inc., Roanoke Rapids, N. C. 


GAINING EMPLOYEES' COOPERATION IN REDUCING COSTS 


What can be done to secure employees’ cooperation in eliminating overutilization of medical, hos- 
pital, and sick-leave benefits? ‘Nothing," say some executives. "No problem," say others. Most 
Panel members, though, apparently feel that there are things that can and should be done in this area, and 
in the aggregate they come up with quite a few suggestions. Examples of the chief categories of responses 
are cited below. 


Little or Nothing Can Be Done 





The controls must be built into the company policy or contract with carrier. Insurance 
companies must do a better investigation of questionable claims. Employees, even the best 
of them, will not self-police.--R.P. Gassler, Personnel Manager, The Frank G. Hough Co., 
Libertyville, Il. 


* * * 


Very little [can be done]. Employees feel entitled to all the plan provides with no per- 
sonal restrictions.--John K. Ewing, Assistant Vice President, First National Bank of Minne- 
apolis, Minneapolis, Minn. 


Little or Nothing Need Be Done 





We do not feel that overutilization of these benefits is a problem. We prefer that pre- 
ventive medicine be used and encourage the early visiting of a doctor.--Richard W. Seel, 
Personnel Manager, Gast Mfg. Corp., Benton Harbor, Mich. 


* * * 


I do not feel that the employee is the key to this problem. Every employee should make 
maximum use of insurance. That is why insurance exists. Since the employee follows his 
doctor's directives, his doctor is the key to insurance cost control.--Joseph F. Tuscher, 
Personnel Director, The Carter's Ink Co., Cambridge, Mass. 


Educate Employees 





Educate the employee that he is the person that loses when he counts his loss of 
wages.--Dwight Frye, Personnel Manager, Mayfair Mills, Arcadia, S. C. 


* * * 


Effective communications calling attention to the fact that excessive abuses will result 
in higher premium costs and reduced sick pay benefits.--Karl S. Huber, Personnel Direc- 
tor, Ciba Pharmaceutical Products, Inc., Summit, N. J. 


Discipline Employees Who Misuse Plan 





Swift, decisive action against misusers. Most people want to do the right thing and co- 
operate willingly when they understand facts.--Don K. Moeller, Employment Relations 
Manager, The Peoria Journal Star, Inc., Peoria, Ill. 


és 
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Close Check on Employees Who Are Drawing Benefits 





Constant checking by phone calls and personal contacts will tend to get the employee 
back to work sooner.--C.H. Chance, Manager, Industrial Relations, Transformer Div., 
Westinghouse Electric Corp., Sharon, Pa. 


Reward Employees for Conservative Use of Plan 





Structure the plan; set up contributory plans to return a premium if favorable experience. 
Continuous education, pointing out the cost-plus factor of possible return to employees of pre- 
mium dividends.--Power Custer, Vice President, Kellogg Co., Battle Creek, Mich. 


* * * 


Attendance bonuses or rewards of additional time off for outstanding attendance rec- 
ords.--Walter K. Heckman, Personnel Director, Price Brothers Co., Dayton, Ohio. 


Minimize Claims Through Preventive Medical Care 





Bigger and better in-plant medical care.--larger Northeastern company. 
* * * 


We believe the use of a part-time doctor for consultation with the employee has helped to 
increase his knowledge and lessen fear occurring from minor ills.--H. B. DeVinny, Vice 
President, Industrial & Public Relations, Davison Chemical Div., W. R. Grace & Co., 
Baltimore, Md. 


DOES PREVENTIVE MEDICAL CARE REDUCE COSTS? 


Does the inclusion of preventive medical services in a health plan pay off in dollars and cents, by 
reducing the frequency and severity of claims so that over-all costs are decreased? Panel members 
haven't had a great deal of experience with preventive care, and about a fourth of them don't feel quali- 
fied to express an opinion. Of the rest, 55 percent think preventive care pays or probably pays its way, 
45 percent think it doesn't or probably doesn't. The "probably" refers to those executives who express 
an opinion with the caution that they have no experience to back it up. However, the case for preventive 
care is strengthened by the fact that every Panel member but one who reports having had experience with 
such a plan says it resulted in over-all economies. Following are a couple of comments by executives wh 
have had experience with preventive care. 

A system of periodic physicals for all employees has resulted in our uncovering sev- 
eral illnesses in their first stages, thereby permitting early treatment rather than major 
care at a later date.--Charles J. MacDonald, Supervisor, Employee Services, The Nestlé 
Co., Inc., White Plains, N. Y. 


* * * 


This Company uses pre-employment and re-employment physical examinations, peri- 
odic health checkups, annual medical examinations for executives, polio shots, and provides 
doctors’ services. All of these tend to reduce the exposure to and incidence of compensable 
illnesses.--Joseph F. Tuscher, Personnel Director, The Carter's Ink Co., Cambridge, Mass 


The executive who had an unfavorable experience with preventive medical care reports it in these 
words: 


My experience with this type plan indicates usage increases sharply because employees 
go for service for every symptom. Charging a $1 fee was necessary to discourage the , 
chronic visitors.--H. L. Dodson, Personnel Manager, Lily-Tulip Cup Corp., Riverside, 
Calif. 
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